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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member of

Telemetry Securities L.L.C

We have audited the accompanying statement of financial condition of Telemetry Securities L.L.C

Delaware limited liability company the Company as of December 31 2009 The statement of financial

condition is the responsibility of the Companys management Our responsibility is to express an opinion

on the statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America as established by the Auditing Standards Board of the American Institute of Certified Public

Accountants Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control over financial reporting Accordingly we express no such opinion An

audit also includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial

position of Telemetry Securities L.L.C as of December 31 2009 in conformity with accounting principles

generally accepted in the United States of America

GvtJ 1L
New York New York

February 24 2010
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Telemetry Securities L.L.C

STATEMENT OF FINANCIAL CONDITION

December 31 2009

ASSETS

Securities owned at market value cost $43105536 $42998481

Receivable from clearing broker 40124188

Other 95304

Total assets $83.21 L973

LIABILITIES AND MEMBERS EQUITY

Liabilities

Securities sold but not yet purchased at market value

proceeds $28579220 $29185554

Accounts payable and accrued expenses 128.857

Total liabilities 29314411

Members equity
53.903562

Total liabilities and members equity $83217973

The accompanjing notes are an integral part of this statement
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Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS

December 31 2009

NOTE ORGANIZATION AND BUSINESS

Telemetry Secunues L.L.C Delaware limited liability company the Company is broker-dealer

registered
with the Securities and Exchange Commission SEC and is member of the American

Stock Exchange Inc ASE The Company was established for the purpose of engagrng in

proprietary trading activities using strategies on global basis in the form of
trading

in domestic and

foreign securities and other fmancial instruments

The Companys manager is Telemetry Investments L.L.C Investment Manager The Companys

member during the
year

ended December 31 2009 was Telemetry Fund L.P L.P. The

investment objectives and restrictions of the L.P apply to the Company as if those investments were

made directly by the L.P Their loss is limited to the amount of their investment

The Company shall continue until December 31 2030 unless otherwise sooner dissolved or extended

by Telemetry Investments L.L.C in its capacity as managing member of the Company

As the Company clears all transactions through another broker-dealer it is exempt from the provisions

of SEC Rule 5c3-3 in that the Companys activities are limited to those set forth in the conditions for

exemption appearing in paragraph k2ii of that Rule

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions

Securities transactions are recorded on trade-date basis Resulting unrealized gains and losses are

reflected in the statement of operations

The Companys functional currency is U.S dollars Securities traded on foreign exchanges in other

currencies are valued by translating foreign-denominated prices into U.S dollars based upon quoted

exchange rates as of December 31 2009 The effects of changes in foreign currency exchange rates on

investments in securities are not segregated in the statement of operations from the effects of changes in

market prices of those securities but are included with the net realized and unrealized gain and losses on

securities
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Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS continued

December 31 2009

NOTE continued

Securities Owned and Securities Sold But Not Yet Purchased

The Company values securities owned and securities sold but not yet purchased that are listed on

national securities exchange or quoted on NASDAQ at the last sale price on the primary exchange on

which such securities are traded or NASDAQ or if no sale occurs such security will be valued at the

last bid price or in the case of short positions at the last ask price Over-the-counter securities not

quoted on NASDAQ will be valued at the last bid price on that date or in the case of short positions

at the last ask price

Valuation ofPoqfo/io Investments

In fair
valuing

its investments the Fund uses fair value hierarchy that prioritizes the inputs to valuation

techniques used to measure fair value The hierarchy gives
the

highest priority to unadjusted quoted

prices
in active markets for identical assets or liabilities Level measurements and the lowest priority

to unobservable inputs Level measurements

The three levels of the fair value hierarchy used by the Fund are described below

Level Financial assets and liabilities whose values are based on unadjusted quoted prices for

identical assets or liabilities in an active market examples include active exchange-traded equity

securities listed derivatives most U.S government and agency securities and certain other

sovereign government obligations

Leve/2 Financial assets and liabilities whose values are based on the following

Quoted prices
for similar assets or liabilities in active markets for example restricted

stock

Quoted prices for identical or similar assets or liabilities in nonactive markets examples

include corporate and municipal bonds which trade infrequently

Pricing models whose inputs are observable for substantially
the full term of the asset or

liability examples include most over-the-counter derivatives including interest rate and

currency swaps

Pricing models whose inputs are derived principally
from or corroborated by observable

market data through correlation or other means for substantially the full term of the asset

or liability for example certain mortgage loans
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Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS continued

December 31 2009

NOTE continued

Level Financial assets and liabilities whose values are based on prices or valuation techniques

that require inputs
that are both unobservable and

significant to the overall fair value measurement

These inputs reflect managements own assumptions about the assumptions market participant

would use in pricing the asset or liability examples include
private equity investments certain

commercial mortgage whole loans and long-dated or complex derivatives including certain foreign

exchange options and long-dated options on gas and power

Receivable from Clearing Broker

Receivable from clearing broker includes cash held at the
clearing broker Merrill Lynch Professional

Clearing Corporation the Clearing Broker Substantially all of the Companys cash and securities are

held with the Clearing Broker The Clearing Broker provides the Company with securities borrowed

transactions to cover delivery requirements on short securities in exchange for deposits held at the

Clearing Broker

Income Taxes

The
Partnership is taxed as partnership for U.S federal income tax purposes The

partners
include

their distributive share of the Partnerships taxable income or loss on their respective income tax

returns Accordingly no income tax liability or expense has been recorded in the fmancial statements of

the Partnership

As of January 2009 the Fund has adopted the
provisions set forth in the accounting guidance for

Income Taxes The Investment Manager is required to determine whether tax position of the Fund is

more likely than not to be sustained upon examination by the applicable taxing authority including

resolution of any related appeals or litigation processes based on the technical merits of the position

The tax benefit to be recognized is measured as the largest amount of benefit that is greater than fifty

percent likely of being realized upon ultimate settlement Dc-recognition of tax benefit
previously

recognized could result in the Fund recording tax liability that would reduce net assets This
policy

also provides guidance on thresholds measurement dc-recognition classification interest and
penalties

accounting in interim periods disclosure and transition that is intended to provide better financial

statement comparability among different entities It must be applied to all existing tax positions upon
initial adoption and the cumulative effect if any is to be reported as an adjustment to net assets as of

January 2009



Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS continued

December 31 2009

NOTE continued

Based on its analysis the Investment Manager has determined that the adoption of this policy did not

have interpretations thereof The Fund recognizes interest accrued related to unrecognized tax

benefits in material impact on the Funds financial statements upon adoption However the Investment

Managers conclusions regarding this policy may be subject to review and adjustment at later date

based on factors including but not limited to on-going analyses of and changes to tax laws regulations

and interest expense and penalties in portfolio
maintenance fees if assessed No interest expense or

penalties have been assessed for the period ended December 31 2009

Use of Estimates

The preparation
of financial statements in conformity with accounting principles generally accepted in

the United States of America requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

NOTE NET CAPITAL REQUIREMENT

As registered broker-dealer the Company is subject to Uniform Net Capital
Rule 5c3-1 of the SEC

which requires that the Company maintain minimum net capital as defined of $100000 or 6-2/3% of

aggregate indebtedness as defined whichever is greater Net capital
and aggregate indebtedness change

from day to day but as of December 31 2009 the Company had net capital
of $42991859 which

exceeded its requirement of $100000 by $42891859 At December 31 2009 the Companys ratio of

aggregate
indebtedness to net capital was 0.0030 The capital

rules of the SEC and the ASE provide that

equity capital may not be withdrawn or cash distributions paid
if resulting net capital would be less than

the minimum requirements Additionally the capital rules of the SEC and ASE also provide that the

Company must promptly notify the SEC and the ASE about the withdrawals of equity capital

assuming such withdrawals exceeds certain percentages of the Companys excess net capital

Proprietary accounts held at the Clearing Broker PAIB assets are considered allowable assets in the

computation of net capital pursuant to an agreement between the Company and the Clearing Broker

which requires among other things that the Clearing Broker perform computation of PAIB assets

similar to the customer reserve computation set forth in Rule 5c3-3
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Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS continued

December 31 2009

NOTE CAPITAL ACCOUNT

The capital account is comprised of initial and subsequent contributions less any withdrawals made

during the period The Investment Manager of the Company may admit additional members or capital

contributions on the first day of each fiscal quarter or at such time as the Investment Manager in its

discretion sees fit Each member has the right to withdraw within 45 days of
giving prior written

notice to the Investment Manager its capital account balance as defined from the Company effective

as of June 30 or December 31 of any fiscal year occurring on or after the first anniversary of the initial

capital contribution

NOTE FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET

RISK AND CONCENTRATIONS OF CREDIT RISK

Because the Partnership invests in non-listed securities or other over-the-counter transactions the

Partnership may be exposed to credit risk with regard to parties with whom it trades and may also bear

the risk of settlement default These risks may differ materially from the risks associated with

exchange-traded transactions Transactions entered directly between two counterparties expose the

parties to the risk of counterparty default To limit the credit risk associated with such transactions the

Partnership conducts business with counterparties that the Portfolio Manager believes to be well

established

The Partnership is subject to certain inherent risks arising from its investing activities of selling

securities short The ultimate cost to the Partnership to acquire these securities may exceed the liability

reflected in these financials

Credit risk
represents

the potential loss that the Partnership would incur if counterparties failed to

perform pursuant to the terms of their obligation to the Partnership reduced by the value of any

collateral and other available assets The Partnership is exposed to credit risk as majority of its assets

are held by one custodian in one or more margin accounts which may provide less segregation of

customer assets than would be the case with more conventional custody arrangement The

Partnerships transactions involving securities sold short are carried out through established financial

institutions

Accounting guidance for Disclosures about Derivative Instruments and Hedging Activities requires

qualitative disclosures about objectives and strategies for using derivatives quantitative disclosures

about fair value amounts of and gains
and losses on derivative instruments and disclosures about

credit-risk related contingent features in derivative agreements The guidance is to be applied

prospectively
and become effective for the Fund on January 2009 The required disclosures are

reflected within this footnote
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Telemetry Securities L.L.C

NOTES TO FINANCIAL STATEMENTS continued

December 31 2009

NOTE continued

The Company utilizes derivatives occasionally as part
of its overall trading strategy

It enters into

options on specific securities as well as securities index options It also occasionally enters into

commodities and interest rate sensitive futures on risk basis

As of December 31 2009 the Company was long options on specific securities with notional value

of approximately $2500000 short options on major US securities index with net notional value of

approximately $6700000 and short US Treasury interest rate future with notional value of

$1000000

NOTE SUBSEQUENT EVENTS

In accordance with the provisions set forth in the accounting guidance for Subsequent Events the

Investment Manager has evaluated the possibility
of subsequent events existing in the Funds financial

statements through February 24 2010 the date the financial statements were available to be issued The

Investment Manager has determined that there are no material events that would require disclosure in

the Funds fmancial statements other than those listed below
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SUPPLEMENTARYREPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Member of

Telemetry Securities L.L.C

In planning and performing our audit of the financial statements and supplementary information of

Telemetry Securities L.L.C the Company as of and for the
year

ended December 31 2009 in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control activities

for safeguarding securities This study included tests of such practices
and procedures that we considered

relevant to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital
under Rule 7a-3a 11 and for determining compliance

with the exemptive provisions of Rule 15c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices
and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates
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and judgments by management are required to assess the expected benefits and related costs of controls and

of the practices
and procedures referred to in the preceding paragraph and to assess whether those practices

and procedures can be expected to achieve the SECs above-mentioned objectives Two of the
objectives

of internal control and the
practices

and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition
and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the
practices

and procedures referred to above error

or fraud may occur and not be detected Also projection
of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management

or employees to prevent or detect and correct misstatements on timely basis in the normal course of

performing their assigned functions significant deficiency is deficiency or combination of

deficiencies in internal control over financial reporting that is less severe than material weakness yet

important enough to merit attention by those responsible for oversight of the Companys financial

reporting

material weakness is deficiency or combination of deficiencies in internal control over financial

reporting such that there is reasonable possibility that material misstatement of the Companys annual or

interim financial statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs above and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this
report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2009 to meet the SECs

objectives

This report is intended solely for the information and use of the members of the Company management

the SEC the American Stock Exchange Inc and other regulatory agencies that rely on Rule 7a-5g under

the Securities Exchange Act of 1934 in their regulation
of registered brokers and dealers It is not intended

for and should not be used by anyone other than these specified parties

New York New York

February 24 2010
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